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(57) Abstract: A method and apparatus are disclosed that provide for automated financial resource allocation and accountability 
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establish the accounts to be budgeted. The user then establishes a preset spending allocation amount for each account. Each time 
the user makes a spending allocation for that particular account, the account reflects the amount spent and notifies the user of the 
remaining amount allocated for that account during a given period. Thus, the user has a more accurate accounting of an established 
budget with respect to the established accounts, the resources allocated to each account, and the funds actually spent from each 
account. 
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METHOD AND SYSTEM FOR MANAGING 
SPENDING THROUGH ACCOUNT ALLOCATION 

5 BACKGROUND OF THE INVENTION 

The present invention relates generally to computer-based money management 
systems for users and, more particularly, to the management of financial resources 
through the allocation of resources to defined accounts in an automated, computer-based 
system. 

1 0 Financial accounting is well-known to those skilled in the art. Accountants have 

been used by individuals and businesses to manage financial resources over the years. 
The development of the personal computer for every day use has allowed the 
simplification of personal and business accounting by a user. Such financial accounting 
programs include Quicken® by INTUIT, of Menlo Park, California, and Money® by 

15 Microsoft, of Redmond, Washington. These programs are well-known and provide the 

every day user with simple yet robust accounting means for tracking one's financial 
resources. 

For example, both Quicken® and Money® offer account management services for 
managing one's checking account, savings account, and money market funds. These 

20 services also provide a user the ability to perform on-line banking services with their 

respective financial institution. Thus, utilizing either of these programs, a user can 
provide bill paying options and account recordation of transactions performed by the 
bank without having to receive an end-of-month financial statement from the financial 
institution. This allows the user to keep an up-to-date record of his or her financial 

25 transactions. These transactions can include checks written, credit card bills paid, 

deposits to retirement accounts, automatic bill payment options, and the like. 

Both these programs also provide a rudimentary budgeting system that allows a 
user to see where his or her money is invested or spent. A user can establish his or her 
own budget, which may be followed for financial discipline; however, the resources used 

30 to cover the budget typically are drawn from a single source or a few sources of revenue. 

An end of period, such as week, month, quarter, year, statement is provided for how that 
revenue had been allocated for different groups of financial interests to generate a budget 
allocation after funds have been drawn from but one or two sources. Thus, a user can 
establish a budget to follow, but the discipline of having a budget is not felt until a 

35 reconciliation of funds distributed during a given period is made with an accurate 

accounting of payment and distribution is done. Only then does the user see whether he 
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or she has been disciplined enough to follow die budget. This is because current 
budgeting system fail to allocate resources in a manner that forces the user to use the 
budget and achieve financial discipline. 

Accordingly, what is needed is an automated resource and financial allocation 
5 system that instills greater financial discipline upon a user when desiring to follow a 

given budget prepared either by the user or by another in behalf of the user. 

BRIEF SUMMARY OF THE INVENTION 
According to the present invention, a method and apparatus are disclosed that 
provide for automated financial resource allocation and accountability among various 

1 0 groups of budgeted accounts. The method provides for the user to establish the accounts 

to be budgeted, which accounts are overlaid an actual monetary account. The user then 
establishes a preset spending allocation amount for each account. Each time the user 
makes a spending allocation for that particular account, the account reflects the amount 
spent and notifies the user of the remaining amount allocated for that account during a 

1 5 given period. Each time a user receives cash it is deposited to these specific accounts in 

a manner that reflects the preset spending allocations set by the user. Thus, the user has 
a more accurate accounting of an established budget with respect to the established 
accounts, the resources allocated to each account, and the funds actually spent from each 
account. The method is operable in a computer environment such as a personal 

20 computer, a laptop computer, a personal digital assistant (PDA), mobile phones, smart 

phones, or other computer systems that have a central processing unit, memory means, 
input and output means, and optional data communication means for connecting to the 
internet, a financial institution system, or the like. 

The method and system also provide the user the ability to manage various 

25 accounts in a real time and automated manner, as well as to retrieve financial transaction 

information from a financial institution, which provides accurate, up-to-the-minute 
information with respect to payments authorized, checks cleared, and contributions made. 
The method and system also provide the user the ability to make on-line payments for bill 
payment and the like. The user can allocate the bill payments from the various accounts 

30 established so that the user is aware of the allocation of resources amongst the accounts 

for accurate budget keeping. 

The present invention describes a method and system, which are implemented 
on a computer system, that enables users to make proactive spending decisions by 
forming an environment where the user spends from traditional. "expense" accounts as 

35 though they were individual spending or bank accounts. Thus, when a user receives 
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funds, such as cash, the user allocates those funds by depositing them into user defined 
spending accounts or envelopes. 

BRIEF DESCRIPTION OF THE DRAWINGS 
The foregoing and other features of the present invention will become more 
5 fully apparent from the following description and appended claims, taken in 

conjunction with the accompanying drawings. Understanding that these drawings 
depict only typical embodiments of the invention and are, therefore, not to be 
considered limiting of its scope, the invention will be described and explained with 
additional specificity and detail through the use of the accompanying drawings in 
10 which: 

Figure 1 illustrates a computer enterprise in which the present invention 

operates; 

Figure 2 illustrates a block diagram of a plurality of accounts established by a 
given user in accordance with the present invention; 
15 Figure 3 illustrates a block diagram of a given account selected from Figure 2 

detailing the financial information organized in accordance with the present invention; 

Figure 4 illustrates an information window view on a PDA of money 
envelopes in accordance with the present invention; 

Figure 5 depicts an information window of a money envelope selected in 
20 Figure 4 in accordance with the present invention; 

Figure 6 illustrates an information window of transaction details of a 
transaction selected in the money envelope window of Figure 5 in accordance with the 
present invention; 

Figure 7 depicts account information as selected in the account folder of 

25 Figure 4; 

Figure 8 is an illustration of an account information detail window as 
selected from Figure 7; 

Figure 9 depicts an upkeep information window as selected in Figure 4 in 
accordance with the present invention. 
30 DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENTS 

It will be readily understood that the components of the present invention, as 
generally described and illustrated in the figures herein, could be arranged and 
designed in a wide variety of different configurations. Thus, the following more 
detailed description of the embodiments of the system and method of the present 
35 invention, and represented in Figures 1 through 9. is not intended to limit the scope of 
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the invention, as claimed, but is merely representative of the present embodiments of 
the invention. 

The present embodiments of the invention will be best understood by 
reference to the drawings, wherein like parts are designated by like numerals 
throughout. 

The present invention describes a method and system that is implemented on 
a computer system to enable users to make proactive spending decisions by forming 
an environment where the user spends from traditional "expense" accounts as though 
they were individual spending or bank accounts. Thus, when a user receives funds, 
such as cash, the user allocates those funds by depositing them into user-defined 
spending accounts or envelopes. When funds are spent, the user spends from defined 
spending envelope. This allocation enables the user to see in real time the impact of 
current spending and saving according to the budget established. Thus, once the user 
sees that the funds are nearly exhausted for a given account, the user can then reign in 
his or her spending consistent with the established budget based on available funds for 
the envelope. 

The method and system are intended to operate in a personal computer 
environment, which environment not only includes desk top computer systems, but 
also lap tops, palm-sized PC's, personal digital assistants (PDAs), mobile phones, 
smart phones, or by access through an ISP. Data can then be synchronized to a secure 
central data storage site on the internet where that data can be accessed, previous 
transactions viewed, and where transactions can be made or allocated by any wire or 
wireless device with multiple simultaneous connections to the same centralized data. 
The method and system provide the user the ability to interact with on-line financial 
institutions, which include banks, investment groups, and credit organizations with 
either direct hands-on interaction or in an automated fashion defined by the user. 

In a comprehensive system, a secure internet infrastructure, such as that 
illustrated in Figure 1 , is provided. The structure includes a provider gateway 1 2, 
which typically is a robust computer system typically used for managing web 
interaction and internet access and communication in a commercial setting. Such 
systems are well known to those skilled in the art. The gateway 12 provides two-way 
communication between a user and a further content destination such as an 
information contents source 14, financial service providers 16, and on-line merchants 
or off-line merchants via bill paying as illustrated as merchants 18. The user can 
connect to gateway 12 via either a wireless means 20, a direct connection wireline 22, 
or a cable modem or other cable-type connections 24. A security means 26 is 
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provided so that the transactions provided by either the user on one side of the 
gateway or to the content providers on the other side of the gateway are secure at all 
times. At any time, the user can be offline and perform any transaction required or 
desired and then synchronize the transaction(s) when on-line so that it will be 
5 executed and performed. The system is intended to provide a user with the ability to 

manage his or her own spending accounts with various features. These features 
include having automated expense categorization, tracking, and trimming. The 
features also include automatic bank and credit card account tracking and 
reconciliation in conjunction with the accounts managed, as well as automatic on-line 

10 bill pay from the various expense categorizations. Another feature includes on-line 

bill presentment where desired, as well as e-mail payment ability, point-of-sales tools, 
personal credit card processing tools, and automatic report generation. 

The system is designed to operate in a graphical user interface mode where 
the user can manipulate data and information via such pointing devices as a mouse or 

15 roller ball, with keyboard entry also being provided, among others. As such, the 

system is typically designed to be operated within a Windows-type, MAC, JAVA, 
HTML, EPOC, etc., operating environment that can be readily implemented by those 
skilled in the art. Browsing devises use JAVA or HTML; others use resident 
Operating Systems. 

20 During the initial account set-up, the user determines what type of tracking 

set-up is to be established. The user can select either an auto track set-up or a full 
track set-up. The auto track set-up performs activities in an automated fashion on 
behalf of the user as previously defined. The full track set-up allows the user to set up 
on-line bill payment as well as the ability to manipulate any default category available 

25 in the auto set-up mode. The full track set-up also allows the user to manipulate the 

default category settings that are typically found in the auto track set-up and allows 
the user to start tracking account expenses to some date prior to the date of set-up. In 
the auto track set-up mode, default category settings are established that are based 
upon balances received during an on-line or set-up entry interview with the user to 

30 establish starting balances. In the auto track mode, the account tracking activity 

begins as the day of set-up. The system proceeds to interview the user to provide 
information such as name, address, type of program or accounts to be utilized, home 
address, home phone number, fax numbers, and E-mails. Further, an on-line provider 
information is secured so that the user can use on-line communication tools to access 

35 on-line content providers as shown in Figure 1 . 
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Next, the user establishes the types of accounts to be tracked. These types of 
accounts are illustrated in the. block diagram of Figure 2. These accounts include a 
personal checking account 40, a personal savings account 42, various retirement 
accounts grouped together in retirement accounts 44, housing account 46, groceries 
5 account 48, credit accounts 50, recreation account 52, clothing account 54, utilities 

account 56, auto expense account 58, investment accounts 60, and gift accounts 62 
and any other the user spending accounts desired. Such additional accounts can 
include personal brokerage investment and personal insurance accounts. These 
various accounts can be defined by the user with more or less accounts actually being 

10 established. It is not intended that these accounts be limiting with respect to the 

implementation of the invention, but are merely illustrative of what types of accounts 
are possible. It is important to note that these accounts can be actual (such as banking 
and checking) or virtual such as the clothing and car expense accounts. The actual 
accounts reflect actual dollars in those accounts, while the virtual accounts reflect a 

1 5 hypothetical apportionment of an actual account. Both types of accounts may be 

utilized at the same time, with the virtual accounts being automatically reconciled 
with the actual accounts. 

When establishing an account, such as, for example, a personal checking or 
savings account, the user is interviewed to select the institution in which the account 

20 is held, provide an account friendly name, such as my checking account or our joint 

checking account, including a starting balance, a start date, and any on-line user name 
and password information that facilitates the on-line communication between the 
financial institution and the user. Similar procedures are utilized for establishing 
other accounts personal credit card accounts, personal retirement accounts, personal 

25 brokerage investment accounts, and the personal insurance accounts as an option. In 

each case, an account number or provider, starting balances, start dates, user names 
and passwords are provided during this interview procedure. Once the interview 
procedure is completed, the user can return to modify any of these accounts or add any 
additional accounts that may be desired. The system and method are flexible for 

30 allowing the user to make such modifications so that changes can be readily made and 

integrated according to the user's desires. 

Next, the user is able to establish various personal bank accounts known as 
expense envelopes, one of which is illustrated in Figure 3 and is labeled 
GROCERIES. The expense envelopes can be established to serve as a budgeting 

35 means for following a personal budget desired by the user. The account is established 

with a current available account balance as well as with expected inflows. Next, the 
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user defines whether the envelope is to cover fixed required expenses at fixed 
intervals, such as on-line bill payment, or whether it is variable required expenses at 
fixed intervals, variable required expenses at variable intervals, such as credit/debit or 
other on-line bill pays, or variable discretionary expenses at variable intervals for 
5 expenses that cannot be routinely predicted. For each account as shown in Figure 2, 

the user goes through and defines the envelopes within those accounts. For example, 
multiple checking accounts may be utilized with one envelope or many envelopes for 
each account. Likewise, for the savings accounts, the user would establish how many 
envelopes are desired for the number of accounts established. 

10 The account envelopes, such as the one shown in Figure 3, allow the user to 

manage discretionary spending in a more detailed and concise way. For example, in 
Figure 3, the GROCERIES account has been selected and a budgeting period, for 
example March, 2000, has been established. The period can be any defined period 
desired by the user, such as daily, weekly, monthly, quarterly, yearly, or any other 

1 5 selected period. The user, when setting up the account, defines whether this account 

is a variable expense or a fixed expense account. Since groceries typically vary in a 
nominal way, it can be selected as a fixed account, such as when the user has a buying 
relationship with a particular grocer who follows a purchase list and delivers the 
groceries to the user for a fixed rate. Otherwise, the user typically goes to the grocery 

20 store and makes the desired purchases and then enters the information in the account 

system at a later time. The user may or may not know the expenses on a monthly 
basis that are incurred in securing food and other grocery items. As such, the user 
may select this as a fixed account or a variable account. The user then provides an 
Amount Allocation as shown in Figure 3. The amount allocated is then the ceiling to 

25 which the user is able to draw from this account. The account shows the ongoing cash 

balance in the account. The account also shows how much is actually spent in the 
Amount Spent field. 

Groceries can also be defined as hybrid accounts such that they are required, 
but are often allowed discretionary purchases. As such, this would be a hybrid that 

30 the user would select. Selective sub-accounts are shown in the Sub-Accounts field 

and these can include such fields as food, eating out, non-food items, milk delivery, 
butcher delivery, and any other discretionary sub-account desired by the user to reflect 
the user's life style and purchasing spending habits. In this example, it is shown that 
each of the sub-accounts has incurred a certain expense for the month. This allows 

35 the user to see where the spending habits are so that appropriate lifestyle changes may 

be made if the spending is above budget. Further still, the account allows the user to 
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provide on-line payment and is represented by the Payments Registered field as shown 
. in Figure 3. In this example, the user has a payment to Jones Grocery on March 25, 
and a second one to Brown's Catering on March 30. These payments will be made 
via the appropriate financial institution, but the funds will be allocated to the 
5 Groceries account rather than to the general checking account. 

Each account of Figure 2 has a similar field that has the Amount Allocated 
field as well as the Amount Spent field. This allows a user to select from the 
particular envelope during the budgeting procedure so that the user is forced to 
conform to the budget established by the user in an attempt to instill financial 

10 discipline upon the user. 

Each account, as well as each and all sub-accounts within a given account, 
can be modified according to the user's discretion. Thus, if the user finds that he or 
she has greater financial resources than previously entered, then discretionary 
increases can be made in each allotted amount. On the other hand, if the user suffers a 

1 5 financial setback, then the user can manage the budget and amount allocated for a 

particular field so that better control of one's financial resources is achieved. 

There are certain accounts that typically are fixed in relation, these accounts 
include housing costs, and auto loan payments. It is rare that these accounts would be 
manually managed so they are typically set up to be paid in an automated fashion with 

20 resources being allocated directly from the paycheck or other sources of income that 

the user has in order to fund these accounts. Other accounts would have greater needs 
for discretion and real time management, which would include the retirement 
accounts, the investment accounts, and other day to day credit accounts and such. 
In an alternative or complementary example shown in Figure 4, the 

25 envelopes are shown in use on a personal digital assistant (PDA) device 80, which has 

a viewing window 82 to display information for the user. Viewing window 82 also is 
a touch screen panel that allows the user to directly access a particular envelope with a 
stylus. Additional information is provided in graphical form to convey budget 
information. For example, a budget spending bar 84 is shown to illustrate what 

30 percentage of the budget has been spent. Each envelope, such as an Auto envelope 

86, a Groceries envelope 88, an Insurance envelope 90, and a Household envelope 92 
show the available balance remaining on the icon representation of the same. 
Additional envelopes are shown upon scrolling up or down the window via scroll bar 
94. When the user selects an icon, envelope summary information is then displayed, 

35 such as that shown in Figure 3 and Figure 5. The user can also select to enter a new 

transaction via transaction icon 96 or select envelope detail via envelope icon 98. 
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Not only are money envelopes available, but the interface also allows the 
user to access other accounts via accounts folder 100. Further, upkeep options are 
available through upkeep folder 102. 

Figure 5 illustrates a detail screen 104 for a selected money envelope. In this 
5 example, the Groceries money envelope 88 has been selected. The information 

displayed includes specific transactions as well as an actual balance total and a cleared 
balance total. The specific transactions include date entered, payee name, amount of 
transaction, among others. The user can select the new icon 1 06 to enter a new 
transaction, the details icon 108 to view or edit more details of a given transaction, or 

10 the done icon 1 10, to close the envelope and return to the view of Figure 4. 

Figure 6 illustrates a detail screen 1 1 2 of the details for a transaction selected 
from Figure 5. The information includes the payee name, the date of the transaction, 
whether the transaction has been reconciled with the main account, what money 
envelope it belongs to, from which account the payment is actually made, and the 

15 method of payment, such as debit card, credit card, check, money order, or cash. 

These details can provide an electronic receipt by selecting icon 1 14. 

If, in Figure 4, the user selects the Account folder, screen 1 1 6 is displayed as 
shown in Figure 7. Screen 1 16 displays information regarding each account the user 
has established in the form of an account icon that includes the current remaining 

20 balance within each account. Should the user select a given account, the actual and 

cleared balances are displayed below the account icon field 1 1 8. The user can enter 
new transactions or account information for a desired account via transaction icon 120 
or account information icon 122. Figure 8 illustrates a screen 124 of account detail 
information for a selected account. For this example, the checking account has been 

25 selected and various transactions are displayed and can be selected for additional 

details. Again, the date, payee name, amount, and reconciliation information are 
provide for the user's benefit. 

Figure 9 illustrates the upkeep folder screen 126, as selected in Figure 4. 
Within the upkeep folder are the options of accepting, allocating, and matching 

30 incoming transactions, performing transfers of excess cash from one money envelope 

to one or more other money envelopes as desired. Further, the upkeep options allow 
the user to transfer cash from one account to another and to perform account 
reconciliation. 

Other options included in this accounting system include report generation. 
35 These reports can be based upon the user's request to see transactions by envelopes, 

by payee, to see a cash flow statement, as well as to provide reconciliation reports 
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between the account statement from the financial institution and the user's personal 
register. Further, the system can generate a budgetary report showing the spending 
status for each of the accounts. Additionally, a retirement calculator that allows the 
user to project future value of amounts given on certain interest rates can be produced. 
Lastly, the reports can include different expense accounts for any particular account or 
for the entire system as a whole. 

The present invention may be embodied in other specific forms without 
departing from its spirit or essential characteristics. For example, additional 
implementations are presented in the Appendix section. The described embodiments 
are to be considered in all respects only as illustrative and not restrictive. The scope 
of the invention is, therefore, indicated by the appended claims, rather than by the 
foregoing description. All changes which come within the meaning and range of 
equivalency of the claims are to be embraced within their scope. 

What is claimed is: 
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1 . A method for managing financial resources in an automated fashion 
comprising: 

establishing a plurality of virtual financial accounts overlaid upon at least one 

actual financial account; 
5 allocating a given amount of funding for each of the plurality of accounts; 

allocating transactions to an account selected from the plurality of accounts; 

and 

debiting or crediting the allocated fund amount according to the transaction 
allocated to the particular account and from the actual financial 
10 account. 

2. The method according to claim 1 , further comprising the step of 
determining a balance with each of the plurality of virtual financial accounts. 

3. The method according to claim 2, further comprising the step of 
displaying the balance of an account after transaction allocation and debit or credit of 

15 the transaction. 

4. The method according to claim 1, further comprising the step of 
distinguishing between transactions that have cleared real time through the actual 
financial account and those that have not within each of the plurality of virtual 
financial accounts. 

20 5. The method according to claim 1 , further comprising the step of 

displaying transaction information of a selected allocated transaction within one of the 
virtual financial accounts. 

6. A method for managing financial resources in an automated fashion 
comprising: 

25 establishing a plurality of virtual financial accounts overlaid on actual 

accounts; 

allocating a given amount of funding for each of the plurality of virtual 
accounts; and 

allocating transactions in real time to the appropriate virtual accounts so that 
30 individuals in remote locations may view the accounts and coordinate 

purchases. 

7. The method according to claim 6, further comprising the step of 
determining a balance with each of the plurality of virtual financial accounts. 

8. The method according to claim 7, further comprising the step of 

35 displaying the balance of an account after transaction allocation and debit or credit of 

the transaction. 
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9. The method according to claim 6, further comprising the step of 
distinguishing between transactions that have cleared real time through the actual 
financial account and those that have not within each of the plurality of virtual 
financial accounts. 

5 1 0. The method according to claim 6, further comprising the step of 

displaying transaction information of a selected allocated transaction within one of the 
virtual financial accounts. 

11. An apparatus used to manage financial resources in an automated 
fashion comprising: 

10 means for establishing a plurality of virtual financial accounts overlaid upon 

at least one actual financial account; 
means for allocating a given amount of funding for each of the plurality of 
accounts; 

means for allocating transactions to an account selected from the plurality of 
1 5 accounts; and 

means for debiting or crediting the allocated fund amount according to the 

transaction allocated to the particular account and from the actual 

financial account. 

12. The apparatus according to claim 1 1, further comprising means for 
20 determining a balance within each of the plurality of virtual financial accounts. 

13. The apparatus according to claim 1 2, further comprising means for 
displaying the balance of an account after transaction allocation. 

14. The apparatus according to claim 1 1 , further comprising means for 
distinguishing between transactions that have cleared real time through the actual 

25 financial account and those that have not within each of the plurality of virtual 

financial accounts. 

1 5. The apparatus according to claim 1 1, further comprising means for 
displaying transaction information of a selected allocated transaction within one of the 
virtual financial accounts. 
30 16. An apparatus used to manage financial resources in an automated 

fashion comprising: 

means for establishing a plurality of virtual financial accounts overlaid 

on actual accounts; 
means for allocating a given amount of funding for each of the plurality 
35 of virtual accounts; and 
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means for allocating transactions in real time to the appropriate virtual 
accounts so that individuals in remote locations may view the 
accounts and coordinate purchases. 

17. The apparatus according to claim 16, further comprising means for 
5 determining a balance with each of the plurality of virtual financial accounts. 

1 8. The apparatus according to claim 17, further comprising means for 
displaying the balance of an account after transaction allocation and debit or credit of 
the transaction. 

19. The apparatus according to claim 16, further comprising means for 
10 distinguishing between transactions that have cleared real time through the actual 

financial account and those that have not within each of the plurality of virtual 
financial accounts. 

20. The apparatus according to claim 1 6, further comprising means for 
displaying transaction information of a selected allocated transaction within one of the 

1 5 virtual financial accounts. 

2 1 . The apparatus according to claim 1 6, further comprising means, 
coupled to the transaction allocation means, for accessing remote account information. 
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GROCERIES: 



PERIOD: MARCH, 2000 



VARIABLE: FIXED: 

AMOUNT SPENT: $XXX.XX 
AMOUNT ALLOCATED: $YYY.YY 

REQUIRED: DISCRETIONARY: 

SUB ACCOUNTS: 
FOOD: $357.88 
EATING OUT: $75.00 
NON-FOOD ITEMS: $100.00 
MILK DELIVERY: $50.00 
BUTCHER DELIVERY: $75.00 

PAYMENTS REGISTERED: 

JONES' GROCERY: $NNN.NN DATE: 3/25/00 
BROWN'S CATERING: $MMM.MM DATE: 3/30/00 
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3/07 OFC 


-$117.21 
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3/02 Safeway 


-$38.21 
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2/25 Movies.com 


-$28.01 
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Transaction Details 



Payee: OFC 
Reconciled: No 
Mvelope: Groceries 
Account: ln2M Checking 
Method: Debit 



Date: 3/11/00 
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